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INTRODUCTION
Recent studies have indicated that focusing on financial performance and financial stability in banking are critically significant to increase economic growth (Brighi & Venturelli, 2016; Adhikari & Agrawal, 2016) . The financial evaluation of Islamic banks is extremely important due to high demand for Islamic banking services in Muslim and nonMuslim countries such as the United Kingdom as most customers prefer to deal with interest-free services. Based on the Malaysian International Islamic Financial Centre, the size (total assets) the Islamic financial industry exceeds 2 trillion USD scoring 17.3% in its total assets growth over the period 2010-2014 (Malaysia International Islamic Financial Centre, 2017). The banks in Gulf Council Countries (GCC) 16 have exhibited that they can face the default risk due to support from the oil industry. The Islamic banks in GCC have more than 25% of its market share in the banking sector (IMF, 2017) . Investigating the financial performance in the 16 GCC countries includes seven countries as Bahrain, Kuwait, Oman, Qatar, Saudi Arabia and United Arabs Emirates (UAE).
banking sector in the most previous studies have helped the policy makers to identifies the main determinants of profitability (e.g. Ashraf et. al, 2016) . Finding the determinants of profitability allow bankers to know what are reasons behind lowering the earnings. In this case, policymakers and bankers could apply more strategies to avoid loss. In addition, estimating the factors of the financial stability let banks stronger to face any crisis. The financial crisis could occur at any time from any reason thus, banks have to be ready for any crisis. As a result, investigating the determinants of profitability and stability in banking is highly important due to knowing the strength and weakness points of financial performance in the banking industry.
This study has several contributions to the literature review. The first contribution, this study includes the effect of the revelations in the Arabic world that occurred in 2011 (Arab Spring) on the profitability and stability of Islamic banks in GCC countries. Highly limited studies have concentrated on the effect of Arab Spring such as Ghosh (2016) study that examined the effect of Arab Spring on performance in Middle Eastern and North African (MENA) region. The second contribution, this paper examines the impact of corruption control and the listing on financial markets upon on the profitability and stability in Islamic banks in GCC countries. The third contribution, the data is up to date period which covers an extensive period from 2005-2014. The fourth contribution, based on the researcher knowledge, there is no study using capital ratio as a stability indicator in Islamic banking.
This study attempts to find the important factors that support the returns and stability of Islamic banks in GCC region through the period [2005] [2006] [2007] [2008] [2009] [2010] [2011] [2012] [2013] [2014] . In this study, 18 Islamic banks in GCC are examined. For the financial performance, return on assets (ROA), return on equity (ROE) and net interest margin (NIM) are the main indicators. Regarding the financial stability, z-score and capital ratio are the dependent variables.
The paper is organised as follows: part 2 reviews the literature review. Part 3 indicates the data and methodology. Part 4 discusses the empirical results. Finally, part 5 illustrates the summary of the study. Smaoui and Salah (2012) examined the profitability's determinants in GCC region including 44 Islamic banks over the period [1995] [1996] [1997] [1998] [1999] [2000] [2001] [2002] [2003] [2004] [2005] [2006] [2007] [2008] [2009] . The ROA, ROE and NIM were utilised as profitability indicators in this study. The main findings conclude that greater asset quality, capital and size lead to better profits. The macroeconomic variables in this study (GDP and inflation) have a positive and significant correlation with profitability. This study could be improved by analysing the impact of the global financial crisis on the Islamic banking system. Additionally, the researchers could compare Islamic financial performance with conventional banks to see the difference.
LITERATURE REVIEW AND HYPOTHESES' FORMULATION

Literature review of profitability
Wasiuzzaman and Tarmizi (2010) focused on the financial performance of 16 Islamic Malaysian banks over the period [2005] [2006] [2007] [2008] . The profitability ratio is represented by the return on average assets (ROAA), and OLS was used to find the determinants of ROAA. The empirical results in this study show that the positive determinants were found to be liquidity, operational efficiency, GDP and inflation, while asset quality and capitalisation affected the banking earnings inversely. The use of only one profitability indicator represents a weakness point in this study is neglecting the comparison between performance ratios. Bashir (2003) considered ROA and ROE as dependent variables for Islamic banks to find the factors of profits in the Middle East during the period 1993-1998. Large capitalised banks attained better ROE but fewer ROA. In addition, foreign banks were likely to achieve better profits. The results also show that financial market structure is very important for profitability. Moreover, the taxation reduced the ROA and ROE significantly and badly. Finally, the inflation in the Middle East influenced the banking profits positively and significantly over the period 1993-1998. Sufian and Habibullah (2010) examined the characteristics that affect bank performance in Malaysia over the period 1999-2007. The dependent variables are ROA and ROE while the independent variables are bank characteristics, economic conditions and freedom standards. The fixed effects and generalised method of moments (GMM) regressions have been employed to find the determinants of performance. The outcomes of the regressions indicate that there is a significant and positive relationship between ROA and loan intensity, diversification, cost ratio, capital ratio, inflation, economic freedom, business freedom and corruption freedom. In contrast, the variables found to be dropping the ROA are a credit risk, GDP and monetary freedom. According to ROE, Sufian and Habibullah (2010) reveal that loan intensity, diversification, cost ratio, inflation, economic freedom, business freedom and corruption freedom increase the ROE, whereas credit risk, GDP and monetary freedom reduce the ROE throughout the period in Malaysia. The limitation of this study can be excluding net interest margin as an explained variable. Moreover, this study could be expanded in the time period to investigate the global financial crisis influences.
In the Macedonian banking system, Ćurak et al. (2012) analysed bank-specific, industry-specific and macroeconomic determinants of bank profitability (ROA) over the period 2005-2010 adopting the GMM method (statistical approach). According to the results, ROA is influenced significantly and negatively by solvency risk (capital ratio), credit risk (loans to total assets) and operating expenses of management (costs to assets). In contrast, liquidity (loans to deposits), concentration (HerfindahlHirschman Index) and GDP growth were found to be correlated with ROA significantly and positively (the higher the determinants the more profits) in selected Macedonian banks.
Tan and Floros (2012) focused on the Chinese banking industry by examining the factors of profitability (ROA and net interest margin (NIM)). The sample includes 101 banks (5 state-owned banks, 12 joint-stock commercial banks and 84 city commercial banks) for the period 2003-2009. The statistical approach to find the determinants of profitability is the GMM method. Regarding the findings of GMM, this study illustrates that ROA has been affected positively by labour productivity (gross revenue/number of employees), banking sector development in China (bank assets to GDP), stock market development (market capitalisation of listed companies/GDP) and annual inflation rates. In contrast, credit risk (LLP/loans), taxation (tax/operating profit before tax), capitalisation ratio and concentration (total assets of the largest five banks/total assets of the whole banking industry) were found to be reducing the ROA through the examined period in China. Overall, the banks under the study scored very low average ROA (0.007) which needs to be improved through maximising the profits by reducing the capital of banks and increasing the labour productivity. The ownerships' effects were not considered in this study. Beck et al. (2013) found that size lower of ROA and ROE in 510 Islamic and conventional banks across 22 countries over the period 1995-2009, smaller banks achieve greater profits (significant and negative association between bank size and profitability ratios). On the other side, the findings propose that fixed assets intensity decrease ROE. In this study, Islamic banks found to be resistant against global financial crisis compared to conventional banks. Additionally, Islamic banks financially performed and capitalised better than conventional banks.
Literature review of stability
Čihák and Hesse (2010) used only z-score as a stability indicator for 77 Islamic banks across the world, over the period 1993-2004. The main determinants in this study are efficiency ratio, loan intensity and size. In particular, efficiency ratio has a negative and significant correlation with stability. This means that expenses of banks were remarkably more than income, which raises the probability of bankruptcies. The lending activities also impacted the stability inversely and significantly. Finally, larger-sized banks were found to be more stable and less risky. This study could be improved by including more stability indicators such as capital ratio.
Rajhi and Hassairi (2013) discussed the Islamic banking stability for MENA and South-east Asian regions for the period 2000-2008. This study explains the causes of stability as the size of banks, loans services, liquidity and GDP. In contrast, efficiency ratio and inflation led to instability. These results allow managers to attract more clients to borrow; one way could be by minimising the lending interest. Additionally, bankers could consider reducing their costs, as efficiency ratio has a negative and significant sign. The main results show that banks with lower total assets could be further from insolvency. Furthermore, the economic growth (GDP) has a strong significant association with the financial stability. Finally, the Islamic banks in GCC have approved they strength to face the global financial crisis as there is no evidence for any (significant) relationship between the global financial crisis and the z-scores.
Concentrating on the stability factors of four South Asian banks (Bangladesh, India, Pakistan and Sri Lanka), Nguyen et al. (2012) evaluated the causes of stabilities through using z-score as a dependent variable for the period 1998-2008 using generalised methods of moments (GMM) estimator as a statistical method. The findings show that banks with greater market power are more stable when they diversify into non-traditional activities. Moreover, size, total non-interest income, capital ratio, financial development (market capitalisation to GDP) and business cycle (GDP growth rate) raise the z-score (decrease insolvency risk); whereas, expost credit losses and concentration reduce the zscore (increase insolvency risk). Overall, state-owned banks were found to be less risky than foreign banks. In conclusion, the most stable country was found to be Sri Lanka (average z-score = 8.93) followed by India (8.33) then Pakistan (7.54) and Bangladesh (7.41). However, the results indicate that the selected banks have not been influenced by the Asian financial crisis (AFC) or global financial crisis (GFC).
According to the MENA region, Srairi (2013) compared the determinants of risk using 10 countries over the period [2005] [2006] [2007] [2008] [2009] . This study evaluated 175 Islamic and conventional banks in MENA. There are three types of explanatory variables as ownership, bank-specific variables and financial indicators. Srairi (2013) adopted OLS regression as a statistical approach to examine the determinants of z-score. This study yielded three main results: (i) Family banks tend to be more stable than the company and state-owned banks. (ii) Concentration (equity % participation by the largest shareholder of the bank), size, loan growth, operating leverage, diversification, banking sector development, shareholders rights and bank concentration (assets of 3 largest banks to total assets of all banks in the country) were found to have a significant and positive z-score which leads to making the banks less risky. (iii) Efficiency ratio (cost to income) was found to be decreasing the zscore which raises the insolvency risk. Overall, during the period, conventional banks have more mean z-score (21.7) than Islamic banks (20.8) which makes the conventional banks more stable and resistant against crises in MENA countries.
An international study by Bourkhis and Nabi (2013) focused on Islamic and conventional banks covering 16 countries using z-score as a bank stability indicator. This study used 68 (34 Islamic and 34 Conventional) banks for the period 1998-2009 using random effects to find the factors that affect the stability. The results obtained by Bourkhis and Nabi (2013) argue that the global financial crisis (GFC) does not impact the banks' stability. Overall, stability was affected significantly and negatively by loan intensity (more loans lead to lower z-score). However, a significant and positive relationship was found between z-score and inflation rates which made the banks more stable with a low amount of failure risk. In particular, the findings suggest that efficiency ratio (cost to income) influenced the zscore in large banks only inversely. Larger banks were found to be unstable compared to small banks. In conclusion, Islamic banks could reduce the risk of bankruptcy more than conventional banks over the period. This study could be improved by using more stability indicators (e.g., capital ratios) to allow comparison between banks.
A significant comparison has been conducted between Middle Eastern banks and Eastern Europe banks over the period 1999-2008 examining 1929 banks by Mirzaei et al. (2013) . The empirical results explain that for banks in the Middle East, market share, interest rate, capital ratio and overheads to total assets ratio have a significant and negative relationship with z-score, while inflation and bank size were found to be decreasing the z-score (increasing the risk). Regarding the Eastern Europe banks, the findings indicate that z-score (stability) was influenced significantly and positively by market share, interest rate spread, capital ratio, offbalance sheet to total assets, bank age, inflation and GDP. In contrast, overheads to total assets ratio are negative and significant with z-score at the 5% level. Overall, the most stable banks were found to be the foreign banks (Middle Eastern and Eastern Europe) through the period.
The literature review of the stability of Islamic banks is limited. Therefore, further research can be conducted and more stability indicators can be examined. Based on the literature review of stability in Islamic banks, it can be observed that numerous studies have focused only on using z-score as an indicator (dependent variable) for stability. In this study, two main measures can be examined (as zscore and capital ratio) for the financial stability of Islamic banks in GCC region. Using the capital ratio as an indicator for stability is a contribution to the field of banking studies due to lack of studies have examined capitalisation as stability's measure.
Hypotheses' formulation
There are two different types of independent variables; bank-specific variables and countryspecific (macroeconomic) variables. This study identifies the determinants of profitability and stability of Islamic banks in GCC region as follows:
Bank-specific variables
The bank-specific variables in this study are the internal factors as bank size, capital ratio, loan intensity, the age of bank, z-score, return on equity, foreign ownership, domestic ownership, public ownership and listing in the financial market. In this section, each variable can be explained as hypotheses' formulation:
1. Bank size: The bank size (total assets) is extensively used in the literature of finance. According to profitability, all banks strive to maximise their assets as higher assets lead to provide more banking services. In most studies, larger banks found to be more profitable than smaller banks. Masood and Ashraf (2012) 2016b) found that larger banks have more probability to fragile as the relationship between bank size and z-score is significant and negative at the level of 1%.
H1. Bank size affects profitability and stability significantly.
2. Capital ratio: Capital ratio is one of the most significant internal variables to describe financial stability in the banking sector. Most studies have approved that higher capitalisation banks lead to better financial performance. As an example, Bashir's (2003) results that points to significant and positive correlations between profitability ratios and capital ratios. Srairi (2009) Alharthi (2017) could confirm that the relationship between z-score and the capital ratio is significant and positive at a level of 0.1%. This demonstrates that more stability (less insolvency risk) encourage banks to achieve greater profits and capitals. Therefore, banks seek to maximise their capitalisation and profits simultaneously.
H5. Z-score affects profitability and stability significantly.
6. Return on equity (ROE): The majority of studies empirically in the banking industry have estimated that profits lead to stable performance and lowering the default threats. Alharthi (2017) Alharthi (2016) pointed that there is no effect on profitability ratios and domestic ownership concentration. Whereas, for the stability, Alharthi (2017) claimed that domestic banks existence has not affected the z-score but local banks concentration has declined the capitalisation significantly.
H8. Domestic ownership affects profitability and stability significantly.
9. Government ownership: Faye et al. (2013) summarised that public banks concentration has worsened the profitability. The reason behind this result could be due to the public sector is more efficient in providing public services to the public rather than profitable activities such as banks. On the other side, public banks in this study found to be stable and less default risky. This finding could be analysed as the government has large budgets and capitals.
H9. Government ownership affects profitability and stability significantly.
10. Listing in financial market: This indicator compares between profitability and stability in the listed banks in the financial markets and the unlisted banks in financial markets in GCC countries.
H10. Listing in the financial market affects profitability and stability significantly.
Country-specific variables
The country-specific variables in this study are the external factors as gross domestic production (GDP), inflation, market capitalisation, global financial crisis, corruption control and Arab Spring. In this section, each variable can be explained as hypotheses' formulation.
11. Gross domestic production (GDP): The majority of financial studies focus on the GDP as it can be one of the main indicators for the economy. Higher GDP measures lead to stronger and stable economy. Hassan and Bashir (2003) 
H16. Arab Spring affects profitability and stability significantly.
Based on the literature review, previous studies have neglected the use of capital ratio as a stability indicator in Islamic banking. Moreover, the variables of listing in financial markets, control of corruption rates and Arab Spring have been ignored to be examined by the researchers. These limitations can be filled in this study through considering them. Consequently, this study is following the recent studies on determinants of profitability and stability in Islamic banking sector but with new contributions.
METHODOLOGY
Data of the study
The data in this paper was gathered from Bankscope (Bankscope, 2017) and World Bank (World Bank, 2017) databases. According to Bankscope data, balance sheets and income statements are the sources of the internal (bank-specific) variables. On the other side, the macroeconomic (country) factors have been extracted from World Bank database. The data includes 18 Islamic banks (as can be shown in Table 1 ) in GCC countries using the period of 2005-2014. 
Independent variables
The internal factors in this study are bank size, capital ratio, loan intensity, the age of bank, z-score, return on equity, foreign ownership, domestic ownership, public ownership and listing in the financial market. According to the external variables, gross domestic production (GDP), inflation, market capitalisation, global financial crisis, corruption control and Arab Spring can be examined as country-specific factors. Table 2 concludes the  descriptive statistics table for 
Profitability variables and model
The financial performance can represent through three main indicators as return on assets (ROA), return on equity (ROE) and net interest margin (NIM). 
where, Prof it points to the dependent variables of profitability ratios (ROA, ROE and NIM); α denotes the constant; β is the regression coefficient; LTA it is the natural logarithm of total assets (proxy of size); EQTA it is the capital ratio; LOANSTA it is a measure of a bank's loan intensity;
LAGE t is the natural logarithm of age (time since establishment); LOGZ represents the natural logarithm of z-score; FORE i , DOM i , and GOV i represent foreign, domestic and public ownerships, respectively; LISTING i represents the listed banks in stock market; LGDP t denotes log (GDP); INFLATION t is the percentage of inflation that was announced from the various countries; MCAP t is the market capitalisation over GDP ratio; GFC t is the global financial crisis; CCORRUPTION t is the control of corruption; ASPRING t is the Arab Spring; ɛ it is the error term; i denotes banks; t represents time.
Statistically, we need to check if there is any multicollinearity in the dataset before running any statistical regressions the. To do so, the correlation matrix can be initiated through STATA 14 software as in Table 3 below. After conducting the correlation matrix, Table 3 confirms that there is no multicollinearity as all numbers of correlations are under 70%. 
Stability variables and models
The financial stability indicators in this study are z-score and capital ratio. The GLS and GMM models can be illustrated as follows: 
where, Z-sco it and Cap it are the indicators of stability (dependent variables); ROE it is a return on equity.
RESULTS AND DISCUSSION
According to profitability, this study approves that the financial performance of Islamic banks in GCC countries affected from some factors through the period 2005-2014. These factors can be concluded in Table 4 as H1, H2, H3, H5, H12, H13, H15 and H16 have significantly impacted the profitability. The data is highly consistent due to high R 2 values as the r-squared for GLS and GMM in profitability is varied between 9.40% and 44.05% as in Table 4 . Additionally, r-squared for GLS and GMM instability is ranged between 56.27%-79.60% based on Table 5 . Masood and Ashraf (2012) , which can be confirmed also by the majority of studies that confirm a significant and positive association between the size of bank and profitability ratios. Beck et al. confirmed confuse point of view as smaller banks tend to perform exceptionally compared to larger banks. For stability, GLS and GMM models suggest in this study that smaller sized banks are well capitalised than larger banks (similar to Ahraf et al., 2016b) . This finding contrasts with the most recent studies in the literature such as Nguyen et al. (2012) and Srairi (2013) .
H2. Capital ratio: Table 5 shows that the capitalisation has a negative sign for ROA and statistically significant at 5%. This result links to some previous researchers like Bashir (2003) and Srairi (2009) . Capitalisation, however, has a positive sign in most cases in the literature e.g. Mirzaei et al. (2013) . The GMM estimates that higher capitalised Islamic banks found to be more profitable in terms of NIM. These results propose that Islamic banks could increase their profitability through investment such as entering in projects and purchasing stocks. Concentrating on stability, higher capitalisation led to having stable banks as the associations between capital ratio and z-score are strongly positive at the level of 0.1% (consistent to Alharthi, 2017) .
H3. Loan intensity: providing more loans in Islamic banks result to reduce ROA and capitals significantly. Wasiuzzaman and Tarmizi (2010) and Sufian and Habibullah (2010) approved different point of view regarding the relationship between lending and profits. They propose that lending increased the financial performance effectively. Focusing on stability, lending supports the financial stability based on the positive relationship between loan intensity and z-score which indicates that banks could be further from insolvency through giving more loans. Čihák and Hesse's (2010) results supported this result. By the contrary, Bourkhis and Nabi (2013) encourage banks to reduce their loans to achieve better earnings.
H4. Age of bank: GLS results could confirm that experienced banks with longer age are less risky to face risks than new banks. This result is logic due to older banks have the ability to invest in more projects, having more customers, owning greater assets and employing better skilful bankers compared to the modern established banks. Alharthi, 2017 Mirzaei et al. (2013 strongly approved that more experienced banks tend to be more stable and less risky.
H5. Z-score: The z-score was found to be strongly correlated with ROA and ROE at a 0.1% level. This demonstrates that profits increase the stability and reduce the risk of bankruptcy (similar to Mollah and Zaman, 2015) . Based on stability, the mutual and robust association between z-score and capital ratio as it can be seen in Table 5 . There is a significant, strong and positive correlation between z-score and capital ratio. This means that ROA and equity are highly important in banks to strength the performance. Alharthi (2017) could confirm the same outcome.
H6
. ROE: this hypothesis claims that the more investment in equity the more stability can be gained. GLS and GMM point in Table 5 that the relationship between z-score and ROE is significant and positive at the level of at 1%. These results encourage policy maker and bankers of Islamic banks in GCC countries to increase their capitals as ROE could save banks to be fragile. Referring to the literature, Srairi (2013) could not find any evidence of a correlation between z-score and ROA.
H7, H8. Domestic and foreign ownerships: Table 5 indicates that there is no significant impact from the foreign and domestic impact on profits (similar to Alharthi, 2016 ). Stability's results provide that the finding of GLS and GMM in Table 5 discourages Islamic banks to open more branches as higher domestic and foreign ownership decreases the stability significantly and negatively, which lead to being riskier. For foreign ownership, Mirzaei's et al. (2013) outcome unlinked with the study because they found a significant and positive relationship between stability and foreign ownership. This conclusion encourages international banks to invest more in Islamic banking. Nguyen et al. (2012) and Alharthi (2017) however tried to test the effects of foreign ownership on stability but insignificance analysis found as a result. In addition, foreign banks found to be better capitalised compared to local banks. On other words, foreign banks could raise their capitals efficiently in the period 2005-2014.
H10. Listing in the stock market: In Table 5 , the listed Islamic banks in GCC countries were able to achieve greater stability rates during the period 2005-2014 compared to the unlisted Islamic banks. On the contrary, the unlisted Islamic banks found to well capitalised compared to the listed Islamic banks. Back to the recent studies, Nguyen et al. (2012) found that there is no (insignificant) relationship between stability and listing H11. GDP: For stability, the Islamic banks in GCC countries with higher GDP growth level tend to be unstable based on the GMM regression in Table 5 . This can be one the weakness point that Islamic banks could not take the advantage of economy growing. In this case, the management is the first responsible for inefficient results. Therefore, skilful management is highly important in the banking sector. The majority of recent studies unlinked to the result in this study. As a result, most recent studies claim that higher economy growth rates allow banks to be strongly stable and further from insolvencies such as Nguyen et al. H12. Inflation: The continuous increasing in prices has affected the Islamic banks' performance as profitability ratios have been impacted negatively by inflation. Trad et al. (2017) and Zeitun (2012) have the same conclusion of this result.
H13. Market capitalisation: development in the stock market has made the Islamic banks in GCC countries more profitable over the period 2005-2014 (consistent to Nguyen et al., 2012) . This means that stock market is one of the main indicators of economies. In this case, stock market growth motivates banks to provide more services in GCC region. This is inconsistent with Alharthi's (2016) results who concluded that Islamic banks in lower growth of financial market indices have financially performed better in terms of NIM.
H14. GFC: there is an insignificant correlation (no effect) between global financial crisis and bot financial indicators (profitability and stability). This result proves that Islamic banks in GCC region are resistance to any distress in economies. Nguyen et al. (2012) and Bourkhis and Nabi (2013) also found that the global financial crisis has no influential effects on the stability of banks.
H15. Control of corruption: GMM regression proposes that there is a significant and negative relationship between control of corruption and ROE at a level of 5%. This demonstrates that tighter control of corruption led to reducing the profits.
H16. Arab Spring: another advantage point for the Islamic banks in GCC region is that in the period of Arab Spring, banks maximise their capitals (positive correlation between Arab Spring dummy and capital ratio). By the contrary, NIM has decreased significantly over the period of Arab Spring. This result goes against the conclusion of Ghosh (2016) for MENA banks.
CONCLUSION
The main objective of this study was finding the factors of financial performance and financial stability for Islamic banks in GCC countries over the period [2005] [2006] [2007] [2008] [2009] [2010] [2011] [2012] [2013] [2014] . For profitability, this study concluded that Islamic banks in GCC region can improve their profits through focusing on enlarging banks' assets and equity. Additionally, the results of this study indicated that stable banks are more profitable. These findings are supported by the literature as the most studies confirm that greater size of bank, capitalisation and stability lead to better profitability ratios. The GLS and GMM's findings discourage Islamic banks to operate and invest in countries with high rates of inflation, higher inflation affected earnings of Islamic banks in GCC region. The performance of Islamic banks found to be more efficient in countries within developed stock markets. Arab Spring only decreased the NIM significantly but other profitability ratios (ROA and ROE) have net been influenced by Arab Spring. For stability, the financial stability indicators (z-score and capital ratio) found to be strongly important to each other. Lending service supports the stability significantly. In addition, lending affected the capital ratio significantly and negatively, which confuse with the recent studies that approved those loans could improve capitalisation. Furthermore, the listed Islamic banks were more stable than the unlisted Islamic banks whereas, the listed banks had lower capitals. The strongest advantage in this study showed that Islamic banks in GCC countries were well capitalised through the period of Arab Spring. In general, the global financial crisis has no effect upon financial performance and financial stability.
The limitation of this study can be concluded as there is no consideration for some important variables such as credit risk, fixed assets and efficiency ratio. Further, this research focused on a limited number of Islamic banks due to restricted availability of data in Bankscope.
Further research can be examined covering the period of 2015 and 2016. Moreover, a higher number of Islamic banks can be tested by focusing more on other regions such as MENA and Asian areas. Many statistical regressions can provide stronger robust evidence of analysis, for example, fixed-effects, random-effects, OLS models.
